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Disclaimer
This presentation is intended for general educational and/or informational purposes
only and does not replace specific, independent professional advice. This
presentation is based on our current interpretations of accounting regulations and
guidance. These interpretations may ultimately, after further consideration and
guidance be changed.
Statements and opinions expressed are those of the presenter or participants
individually and, unless expressly stated to the contrary, are not the opinion or
position of Bonadio & Co., LLP. Bonadio & Co., LLP assumes no responsibility for
the content, accuracy or completeness of the information presented. Attendees
should note that sessions may be audio-recorded and published in various media,
including print, audio and video formats without further notice.
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Introductions
Jamie Card, Partner, and Leader for the firm’s Financial Institutions Team, focuses on providing
services to financial institutions in Bonadio’s Commercial Audit Division. With more than 20 years of
financial services experience, Jamie’s areas of expertise include: GAAS and PCAOB financial statement
audits, audits of internal control over financial reporting, employee benefit plan audits, commercial loan
reviews, implementation of new accounting standards, mergers and acquisitions, as well as other focus
areas. Contact: jcard@bonadio.com

Marc Valerio, Partner in Bonadio’s Financial Institutions Team, focuses on providing services to
financial institutions in Bonadio’s Commercial Audit Division, and has worked closely with community
banks throughout his 15 years in public accounting. Marc is one of the firm’s leading experts on PPP
and has been involved in the development and training of Bonadio’s professionals, external clients and
others via the firm’s CARES Act webinar series. Contact: mvalerio@bonadio.com
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Paycheck Protection Program
Timeline
• March 27, 2020 - passage of the $2T CARES Act including $349B for PPP
• April 3, 2020 - PPP open for applications
• April 16, 2020 - PPP funding fully exhausted
• April 24, 2020 - passage of the PPP and Health Care Enhancement Act, including $310B
in additional PPP Funding
• April 27, 2020 - PPP applications resume
• June 5, 2020 - passage of the PPP Flexibility Act of 2020, substantially changing the PPP
rules providing additional relief to borrowers
• July 1, 2020 - Senate extends deadline for PPP loan applications from June 30, 2020 to
August 8, 2020
• August 8, 2020 - PPP closes with over $525B issued, and nearly $134B unclaimed
• August 10, 2020 - SBA PPP Forgiveness Platform open to accept forgiveness
applications
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Paycheck Protection Program
Timeline (continued)
Other Key Dates:
• April 1, 2020 - August 24, 2020 – 24 interim final rules issued
• April 3, 2020 - August 11, 2020 – 51 FAQs issued
• May 1, 2020 - Guidance on Whole Loans Sales of Paycheck Protection Program Loans
• May 15, 2020 - v1 Loan Forgiveness Application Form released
• May 21, 2020 - Paycheck Protection Program Lender Processing Fee Payment and 1502
Reporting Process (further amended/updated July 13, 2020)
• June 16, 2020 - v2 Loan Forgiveness Application Form released
• July, 23, 2020 - Procedures for Lender Submission of Paycheck Protection Program
Loan Forgiveness Decisions to SBA and SBA Forgiveness Loan Reviews
• August 4, 2020 - August 11, 2020 – 26 FAQs on PPP Loan Forgiveness issued
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PPP Flexibility Act
Criteria

Original Law

Modification

Covered Period for Debt
Forgiveness

8 weeks from date of the PPP
loan disbursement

24 weeks or December 31, 2020
from the date of the PPP loan
disbursement (whichever is earlier)

Utilization of PPP Funds

A minimum of 75% of funds
must be used on payroll costs
with a maximum of 25% used
on non-payroll costs

A minimum of 60% of the calculated
forgiveness amount must be used on
payroll costs with a maximum of 40%
used on non-payroll costs

Maximum amount of employee
payroll costs

For eight weeks, a maximum
amount of $15,385

For eight weeks, a maximum amount
of $15,385 OR for 24 weeks, a
maximum of $46,154

Maximum amount of owneremployee or self-employed
individual/general partner

Not to exceed 8 weeks' worth of
2019 compensation, or $15,385

Not to exceed 2.5 months’ worth of
2019 compensation, or $20,833 (if 24
week covered period applies)
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PPP Flexibility Act
Criteria
FTE Reduction Exceptions

Include FTE in Calculation if the position wasn’t
filled by a new employee
1) any positions for which the Borrower made a good-faith, written
offer to rehire an individual who was an employee on February 15,
2020 and the Borrower was unable to hire similarly qualified
employees for unfilled positions on or before December 31, 2020;
2) any positions for which the Borrower made a good-faith, written
offer to restore any reduction in hours, at the same salary or
wages, during the Covered Period or the Alternative Payroll
Covered Period and the employee rejected the offer,
3) any employees who during the Covered Period or the Alternative
Payroll Covered Period
(a) were fired for cause,
(b) voluntarily resigned, or
(c) voluntarily requested and received a reduction of their
hours.
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PPP Flexibility Act
Criteria
FTE Reduction Safe
Harbors

If either test is met, no reduction in debt forgiveness due to
FTE’s is required
1) If the Borrower, in good faith, is able to document that it was unable to
operate between February 15, 2020, and the end of the Covered Period at
the same level of business activity as before February 15, 2020, due to
compliance with requirements established or guidance issued between
March 1, 2020 and December 31, 2020, by the Secretary of Health and
Human Services, the Director of the Centers for Disease Control and
Prevention, or the Occupational Safety and Health Administration, related to
the maintenance of standards for sanitation, social distancing, or any other
worker or customer safety requirement related to COVID-19.
2) If both of the following conditions are met: (a) the Borrower reduced its
FTE employee levels in the period beginning February 15, 2020, and
ending April 26, 2020; and (b) the Borrower then restored its FTE employee
levels by not later than December 31, 2020 to its FTE employee levels in
the Borrower’s pay period that included February 15, 2020.
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PPP Flexibility Act
Criteria

Original Law

Modification

Extension of Deferral
Period and Loan
Repayment

6 months from the date of
loan origination.

10 months after the last day
of the covered period.

FICA Tax Deferral

Employers can defer
payment of FICA from the
period March 27, 2020
through the date of PPP Loan
Forgiveness.

Employers can defer
payment of FICA from the
period March 27, 2020
through December 31, 2020.

Half to be paid in 2021 and
the other half in 2022.

Half to be paid in 2021, the
other half in 2022.

2 years

5 years for loans originated
on or after enactment

Loan Maturity
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PPP Survey Results
Survey responses by institution size –
Under $250M

$250M - $500M

33%

$500 - $1B

34%

33%
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PPP Survey Results
• Average number of PPP loans per institution: 298 loans
• Aggregate value of loans originated (average): $27.1 million
• Aggregate SBA origination fees (average): $ 1.1 million
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PPP Survey Results
How would you rate your PPP experience –
Very Challenging

14%

Bad

Fair

Good

Excellent

0%

14%

58%
14%
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PPP Survey Results
Who in your institution is responsible for PPP compliance,
process design, monitoring, etc? –

0%

10%
Whoever is Willing

20%

30%

PPP Cross-Functional Team

40%
Lending

50%

60%

All Hands on Deck
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PPP Survey Results
How does your institution plan to handle forgiveness? –
Utitlizing
technology

Third Party

Scheduling
based on
applications

Still figuring it
out
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PPP Forgiveness
• Borrower completes Loan Forgiveness Application.
• Lender reviews the application and makes decision, required
to issue a decision to SBA within 60 days from receipt of
complete application.
• Lender requests repayment from SBA at time decision is
issued to SBA.
• SBA remits forgiveness amount to lender, plus accrued
interest through the payment date, not later than 90 days
after lender issues decision to SBA.
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Accounting Implications
• AICPA Technical Q&A Section 2130 Paycheck Protection Program
(PPP), issued June 30, 2020 (https://www.aicpa.org/content/dam/aicpa/interestareas/frc/downloadabledocuments/tqasections/tqa-section-2130-42-44.pdf)
• Classification of Advances Under the PPP (TIS 2130.42)
Should the lending institution account for an advance under this program as a loan or as a facilitation of a
government grant?

• Consideration of the SBA Guarantee Under the PPP (TIS 2130.43)
Is the guarantee from the SBA considered “embedded” as opposed to a “freestanding contract” and, thus,
can it be considered in estimating credit losses on the loan?

• Accounting for the Loan Origination Fee Received from the SBA (TIS 2130.44)
What is the accounting for the fee received or receivable from the SBA for originating the loan and the
potential clawback of the fee?

• Accounting for Loan Repayment or Forgiveness by the SBA (TIS 2130.45 – issued August 2020
https://www.aicpa.org/content/dam/aicpa/interestareas/frc/downloadabledocuments/tqa-sections/tqa-section-2130-45.pdf)
How should a lender account for the portion of the loan that is eligible for forgiveness during the
settlement process, including the time period subsequent to the lender’s determination that the borrower
is eligible for forgiveness and through the receipt of payment from the SBA?
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Accounting Implications (cont.)
• AICPA Technical Q&A Section 2130 Paycheck Protection Program
(PPP), issued June 30, 2020 (https://www.aicpa.org/content/dam/aicpa/interestareas/frc/downloadabledocuments/tqasections/tqa-section-2130-42-44.pdf)
• Classification of Advances Under the PPP (TIS 2130.42)
• Consideration of the SBA Guarantee Under the PPP (TIS 2130.43)
• Accounting for the Loan Origination Fee Received from the SBA (TIS 2130.44)
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Other Matters
Ongoing uncertainty resulting in inflated balance sheets for banks:
• Extension of covered period from 8 weeks to 24 weeks
• Uncertainties regarding various rules and interpretations of eligible
costs and FTE measurement questions
• Waiting on additional Congressional action
• FDICIA thresholds could be triggered
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Other Matters (continued)
Additional Changes/Congressional Action on the Horizon???
• Forgiveness for all loans $150k and under?
• Simplified forgiveness process for loans between $150k - $2M?
• Allow deduction on borrower income tax return for expenses covered by
PPP forgiveness?
• Allow a 2nd PPP loan for certain eligible participants using $134B
unclaimed funding?

19

Questions? Feedback on your
experience and plans for forgiveness?
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Thank You!

